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MEMORANDUM FOR: _ 25X1A9a
SURJECT : Rejection of Regulation [ NENEGEGEGEGEGEGEGEEEEEEE 25X1A

25X1A 1. 1t is my understanding that the Director has not authenticated Reguin-
tions [N (Obligation and Expenditure of Funds) and [ (Approving Officers)
because he feels that the various ’gency regulations on the administration of
the Confidentlial Funds are incomplete. The deficiency appears to be that whereas
the responsibllities of Approving Officers, Certifying Cfficers, /gent Cashiers,
Allottees snd ipdividunls incurring obligations are expressly stated, no mention
is made of the responsibilities of the various supervisory officiale in the
chain of command vho may not themselves be designated to act in any of the ebove
technical capacities.

25X1A

2. If this is a correct snalysis ef the Direclor's views the following
comments and suggestions are made to suggest a means of attaining the desired
objective:

a. CIA machinery for the adminigtration of iis Confidential Funds in
general parallels that of the fovernment in administering vouchered funds.
Thie requires the designstion of varlous officials with stated authorities and
responsibilites who will actunlly administer the funds in a legal manner and
so ag to provide appropriate checks enmd balances,

b. The Agent Caoshiers and Custodians of funis have £iduciary respon-
sibility for the snfekeeping and proper disbursement of funds.

¢, Certifying Officers are responsible for varifying the validity of
expenditures and for ensuring that expéniltures were made in sccordance with
law and Agency regulations.

&. An Allotiee is an individus) to whom funde are allotted for a
specific purpose, who is suthorized to cbligate and expend such funds or to
authorize or direct the expenditure of such funds by other perscns.

e. Of these desipgnated officisls the Certifying Officer has primury
pecuniary 1lebility for sny unauthorized or illegal cbligstion or expenditurs.
He can, however, secure rellef from pecuniary liability by proving that his
isproper certification was cauged or induced by improper, misleading or fraudu-
lent representatione by an Approving Officer. Tae latter ip {tuwrn can secwre
relief by proving that his spproval was based upon improper or froaudulent acts
by the individusl who cbligeted or expended the funds.

.....

’.a mtlect the”
I}xperimra 1 the, n of caamndf

f. It is essentially true, howey
and individuals obligating and expending
directives, and project approvals of thel
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These superiors, therefore, should be held responsible mot enly for any posi-
tive directions and instructions they mey {ssue but must be held respongidle
for any datrimental actions resulting from their fajlure to give adequate direc-
tion, guidance, and supervision.

g legally, I 4o not believe it is possible to charge supervisory
officials with pecuniary liability in the sbsence of fraud or criminal negli~
gance, Nevertheless, their responsibility is essentially the most primary and
basic of all, PFsilure to properly fulfill these command and supervisory
resporsibilities have been the primsry factor behind most instances where the
actions of allottees, approving officers, and certifying officers have been
gubject to criticlem.

3, If the ebove analysis of the Directer's ciiticism is correct, the
solution eppears to be to egtablish with sbsoclute alarity the fact that command
and supervisory officials have responsibility for the expenditure and
administration of the Confident ! of the Agency. It must be clear that
they vill be beld responsidble for improper or i1l-sdvised expepditure and
sdministration of Confidentisl Funds to the extent that such is occasioned by
bad judgment or imadequate supervision and direction.

4., Attention is cslled to the fact, however, that this responsidility is
not essentially s technical or legal matter invelving pecuniary lisbility.
Beither is it an essential part of the Agency fiscal machinery. The concept
of command vesponsibility applies to all phases of activity regardless of
whethsr Confidential Funds or vouchsred funds are involved.

5. In this comnection there has been published Agancy regiation I 2%
which establishes the basic 1lsgal and moral philoscpbies underlying the use
and sdministration of Confidential Funds. Your specific attemtion is cealled
to paragraph 8. of this regulaticn entitled "Individusl Responsibility.” This

ph, 1 believe, not anly ewbraces the over-all concept of ¢

responsibility dut charges every officer and employes of the Agency with a
WM‘}'WRS.I&W for the proper use of Confidential Yunds. It 1s,
therefore, possible that the cbjectives of the Director have alresdy been
met in this regulation.

6. Will you please sdvise whether the sbove snalysts seems to reflect

the Director's views and furnish any further instructions you consider
sppropriste.
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